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E.O. 11652: NA 
TAGS: EAID EFIN EG 

SUB J : ASSISTANCE TO EGYPT: IMF REPS VIEWS 

1 . NEW IMF RESREP HANS GERHARDT PAID VISIT TO ECONCOUN 
APRIL 20. ONE HOUR MEETING, ATTENDED BY AID/DIR, WAS OF A 
GENERAL GET-ACQUAINTED NATURE, BUT FOLLOWING INFORMATION 
WAS DEVELOPED. 

2. FUND IS APPARENTLY STILL OPTIMISTIC THAT AGREEMENT ON 
AN EXTENDED FACILITY CAN BE REACHED EARLY NEXT YEAR. MAIN 
MECHANISMS FOR GETTING ECONOMY INTO A POSITION WHERE THIS 
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MIGHT BE ATTAINABLE ARE $150 MILLION STANDY AGREEMENT 
(DUE TO BE APPROVED IN WASHINGTON ON 20TH) AND, MORE 
IMPORTANTLY, $1.5 BILLION GODE LOAN. EACH CONTAINS 
STIPULATED ECONOMIC AND MANAGERIAL REQUIREMENTS THAT GOE 
MUST MEET IN ORDER TO OBTAIN INCREMENTAL DISBURSEMENTS 
DURING CY77. GERHARDT ACKNOWLEDGED THAT EGYPTIANS WOULD 
PROBABLY NOT HAVE FELT THEMSELVES ABLE TO COMPLY WITH 
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COMMITMENTS MADE IN LETTER OF INTENT TO FUND (IMPLICATION 
BEING THAT CARROT WAS TOO SMALL), BUT WITH ADDED WEIGHT OF 
GULF OILDOMS BEHIND THE NEED FOR COMPLIANCE, OUTLOOK WAS 
CONSIDERABLY BRIGHTENED. 

2. FACT THAT SUPPLIERS CREDITS AND BANKING FACILITIES 
ARREARAGES WILL CONSUME MORE THAN HALF OF GODE LOAN, INITIALLY 
TOUTED AS A MEANS FOR CONVERTING SIGNIFICANT PORTION OF 
SHORT-TERM DEBT TO MEDIUM TERM, WAS POINTED OUT TO GERHARDT. 

HE TOLD US THAT REMAINDER OF LOAN WILL BE USED TO "KEEP 

EGYPT CURRENT ", WHICH WAS PURPOSE 

FOR WHICH GODE LOAN WAS INTENDED, RATHER THAN FOR SHIFTING DEBT. 
(THIS CONFLICTS WITH OUR UNDERSTANDING, BUT FUND 
IS PRESUMABLY IN A POSITION TO KNOW, SEE BELOW.) 

3. GERHARDT SAID MONIES NEEDED TO COVER ARREARAGES ($800 
MILLION PLUS) WOULD BE MADE AVAILABLE IMMEDIATELY, BUT WOULD 
BE DISBURSED UNDER DETAILED SUPERVISION OF MORGAN GUARANTEE 
(RICHARD DEBS). REMAINING FUNDS WILL BE HANDLED IN SIMILAR 
MANNER, DEPENDING UPON MORGAN TO PLAY SUPERVISORY ROLE IN 
INSURING THAT OTHER FACETS (UNSPECIFIED) OF ECONOMY ARE 
BEING APPROPRIATELY MANAGED. PRIVATE BANK WAS SELECTED 

BY ARABS TO PERFORM THIS FUNCTION, SINCE IMF DID NOT WISH 
TO TAKE IT ON (ALTHOUGH IT IS A PARTY TO THE AGREEMENT —IMF, 

GODE, GOE, MORGAN-COVERING THE LOAN IMPLEMENTATION). IMF'S 
ROLE WILL BE TO PRODUCE AN ASSESSMENT OF THE ECONOMY EACH 
TWO MONTHS, WITH THIS ASSESSMENT EXPECTED TO HAVE AN EFFECT 
ON THE RATE AND PURPOSES OF DISBURSEMENTS BY MORGAN 
GUARANTEE OF AMOUNTS REMAINING AFTER ARREARAGES HAVE BEEN 
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PAID OFF. 

4. IN CONTRAST TO INFORMATION CONVEYED LAST WEEK BY IBRD 

VP BENIENK, GERHARDT SAID $250 MILLION DIRECT LOAN FROM GODE 
LAST IANUARY WAS SPENT ALMOST IMMEDIATELY UPON RECEIPT. 
(BENJENK HAD SAID IT WAS BEING HELD BY GOE FOR TACTICAL 
PURPOSES.) GERHARDT IS ALSO AWARE THAT $250 MILLION 
GODE-GUARANTEED LOAN IS STILL IN PROCESS OF BEING WORKED ON, 

AND WILL HOPEFULLY BE FLOATED NEXT WEEK. 

5. ON SUBJECT OF OVERALL OPERATION OF ECONOMY, GERHARDT 
APPEARS TO HAVE A REALISTIC APPRECIATION OF THE DIFFICULTIES 
FACING GOE, AND IS AWARE OF SHORTCOMINGS OF EFFORTS BEING 
MADE TO DEAL WITH THEM. HE EVIDENTLY PLACES CONSIDERABLE 
HOPE FOR SOLUTION TO LATTER PROBLEM IN FACT THAT BANK, FUND, 

FRG'S MOELLER, GODE AND OTHERS (INCLUDING PRESUMABLY ENTIRE 
CONSULTATIVE GROUP) ARE ALL STRESSING NEED FOR BETTER OR- 
GANIZATION ARRANGEMENTS AND GREATER INPUT FROM THE TOP, 

READ SADAT, ACROSS ECONOMIC SPECTRUM IF THERE ARE TO BE 
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SIGNIFICANT IMPROVEMENTS IN NEAR TERM. 

6. COMMENT. CLOSE PERSONAL RELATIONS ESTABLISHED WITH 
PAUL DICKIE MAY NOT BE REPEATED WITH GERHARDT, PARTICULARLY 
BECAUSE HE IS NOW HERE WITH AT LEAST A PARTIAL POLICEMAN ROLE, 

BUT WE ANTICIPATE THAT SIMILARITY OF USG AND FUND OBJECTIVES 
WILL FACILITATE GOOD WORKING CONTACTS AND EXCHANGES OF IN- 
FORMATION. HE HAS THE PROPER BLEND OF OPTIMISM AND MILD 
SKEPTICISM THAT IS NEEDED IN EGYPT. 
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